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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

General  Information 


Enabling  legislation 


Municipal  Finance  Management  Act  (Act  no.  56  of  2003) 

Division  of  Revenue  Act 

The  Income  Tax  Act  (Act  no.  58  of  1962) 

Value  Added  Tax  Act  (Act  no  89  of  1991) 

Municipal  Structures  Act  (Act  no.  1 17  of  1998) 

Municipal  Systems  Act  (Act  no.  32  of  2000) 

Municipal  Planning  anf  Performance  Management  Regulations 
Housing  Act  (Act  no.  107  of  1997) 

Skills  Development  Levies  Act  (Act  no.  9  of  1999) 

Employment  Equity  Act  (Act  no.  55  of  1998) 

Unemployment  Insurance  Act  (Act  no.  30  of  1966) 

Basic  Conditions  of  Employment  Act  (Act  no.  75  of  1997) 

Supply  Chain  Management  Regulations,  2005 
Disaster  Management  Act  of  2016 

Spatial  Planning  and  Land  Use  Management  Act  (Act  16  of  2013) 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 
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Index 


Abbreviations 


COID 

Compensation  for  Occupational  Injuries  and  Diseases 

Dora 

Division  of  Revenue  Act 

DBSA 

Development  Bank  of  South  Africa 

EPWP 

Expanded  Public  Workss  Programme 

FMG 

Finance  Management  Grant 

GRAP 

Generally  Recognised  Accounting  Practice 

IAS 

International  Accounting  Standards 

IDP 

Integrated  Development  Plan 

IMFO 

Institute  of  Municipal  Finance  Officers 

1NEP 

Intergrated  National  Electrification  Programme 

MSA 

Municipal  Systems  Act 

MFMA 

Municipal  Finance  Management  Act 

MIG 

Municipal  Infrastructure  Grant  (Previously  CMIP) 

MSIG 

Municipal  System  Improvement  Grant 
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Pay  As  You  Earn 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Officer's  Responsibilities  and  Approval 

accounting  records  and  is  responsible  fo^the  content  a n^imeqmToMhe8 an rfnai  56  °!  ?003)'  to  maintain  adequate 
information  included  in  this  report.  It  is  the  resDonsibiiitv  nf  tho  ?  the  anr>ual  financial  statements  and  related  financial 

fairly  present  the  state  of  affairs  of  the  municiDalitv  as  at  thP  PnH  nf '' offic®r  to  ensure  that  the  annual  financial  statements 

reasonable  and  prudent  judgements ! and^sdmates"  appropnaie  accountln9  policies  consistently  applied  and  supported  by 
theern^"ra“  f0r.,hB  of  internal  financial  control  established  by 

&  srs 

assurance  against  material  misstatement  or  deficit  Ca"  Pr°V'de  °n'y  reas0"able’  a"d  "°‘  absolute, 

SalVsSnalffi:  “  Prlmar"y  reSP°nSib'e  f°r  'he  finanCia'  affairs  °f  tha  mupidPa«*V.  «»y  are  supported  by  the 


£5 ^w^BRSsssssawas^^w 
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Renosterberg  Local  Municipality 

(Registration  number  NC075)  J 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


The  accounting  officer  submits  his  report  for  the  year  ended  30  June  2017. 

1.  Review  of  activities 
Main  business  and  operations 

oSw  ,rad,ns  “d  6",itie*  <-•  The  municipality 

dToh:o“9o“q2ifa%  are  ,U"y  Set  out  in  *he  “  annual  financial  statements  and 

Net  deficit  of  the  municipality  was  R  26  132  776  (2016:  deficit  R  11  322  779),  after  taxation  of  R  -  (2016:  R  -), 

2.  Going  concern 

exra^lts  a^ete^y  Rn43Ma489l^an  SUrP'US  <“«>  °f  R  431  489  038 

basi ^pre ^umeslhat  fun^will^e^availabfe  ^finance  future  operatloi^andlhat  the  r^H  a^P*'ca^e  t0  a  9°in9  concern.  This 
liabilities,  contingent  obligations  and  comnCSTSi 3SSe,S  a"d  saHame"'  of 

30  June  2018  and,  in  the  light 

resources  to  continue  it's  operational  existence  for  the  foreseable  future  Pa'lty  ha*.  has  access  to,  adequete 

For  details  of  managements  assumptions  with  respect  to  the  municipality  to  the  going  concern  assumption  refer  to  note  44. 

3.  Subsequent  events 

Motaote effectiveTom  ^MaSt^OlB3 Referto^Se  4?'*  ^ °  M°'a°le  “  1  June  2017' ,he  Mr  Fs  **  replaced  Mr  D 

4.  Accounting  Officer's  interest  in  contracts 
No  matters  to  report. 

5.  Accounting  policies 

Standards  Board  as  PraCtiCeS  (GRAP)  lssued  b*  Accounting 

6.  Accounting  Officer 

The  accounting  officer  of  the  municipality  during  the  year  and  to  the  date  of  this  report  is  as  follows: 


Name 

Mr.  N.G  Veli  (Acting) 
Mr.  D  Molaole  (Acting) 


Nationality 
South  African 
South  African 


Mr.  S.  Dick  (Acting)  South  African 

7,  Auditors 

Auditor-General  South  Africa  will  continue  in  office  for  the  next  financial  period. 


Changes 

Resigned  30  May  2017 
Appointed  30  May  2017,  resigned  27 
February  2018 
Appointed  06  March  2018 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Statement  of  Financial  Position  as  at  30  June  2017 

Figures  in  Rand  '  "  - - - — 


Note(s)  2017 


Assets 


Current  Assets 

Inventories 

Other  receivables  from  exchange  transactions 
Receivables  from  non-exchange  transactions 
VAT  receivable 

Receivables  from  exchange  transactions 
Cash  and  cash  equivalents 


Non-Current  Assets 

Investment  property 
Property,  plant  and  equipment 
Intangible  assets 


Total  Assets 

Liabilities 

Current  Liabilities 

Finance  lease  obligation 

Payables  from  exchange  transactions 

VAT  payable 

Consumer  deposits 

Employee  benefit  obligation 

Unspent  conditional  grants  and  receipts 

Provisions 

Long  service  awards 

Bank  overdraft 


Non-Current  Liabilities 

Finance  lease  obligation 
Employee  benefit  obligation 
Provisions 
Long  service  awards 

Total  Liabilities 
Net  Assets 

Accumulated  surplus 


5 

25  223 

34  433 

6 

323  567 

323  567 

7 

17  508  079 

13  126  099 

8 

2  113  232 

4 

12  947  871 

11  396  639 

3 

33  264 

250  654 

32  951  236 

25  131  392 

9 

24  902  855 

24  984  555 

10 

484  154  533 

499  588  387 

11 

1  614  203 

1  619  139 

510  671  591 

526  192  081 

543  622  827 

551  323  473 

14 

69  069 

85  591 

16 

87  257  494 

68  950  816 

17 

- 

638  364 

12 

375  576 

370  065 

13 

9  000 

41  000 

19 

- 

589  598 

18 

5  077  937 

2  818  362 

15 

182  000 

197  000 

3 

153  559 

- 

93  124  635 

73  690  796 

14 

- 

69  069 

13 

786  000 

956  000 

18 

17  217  154 

18  147  791 

15 

1  006  000 

838  000 

19  009  154 

20  010  860 

112  133  789 

93  701  656 

431  489  038 

457  621  817 

20 

431  489  038 

457  621  817 

*  See  Note  41 
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Renosterberg  Local  Municipality 

(Registration  number  NC075)  J 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Statement  of  Financial  Performance 

Figures  in  Rand  '  - — 


Note(s)  2017 


2016 

Restated* 


Revenue 


Revenue  from  exchange  transactions 

Service  charges 

Rental  of  facilities  and  equipment 
Discount  received 
Other  income 

Interest  received  -  investment 
Actuarial  gains 

Total  revenue  from  exchange  transactions 

Revenue  from  non-exchange  transactions 
Taxation  revenue 

Property  rates 
Licences  or  permits 
Donations  received 

Transfer  revenue 

Government  grants  &  subsidies 
Fines,  Penalties  and  Forfeits 

Total  revenue  from  non-exchange  transactions 
Total  revenue 

Expenditure 

Employee  related  costs 

Remuneration  of  councillors 

Depreciation  and  amortisation 

Finance  costs 

Debt  Impairment 

Repairs  and  maintenance 

Bulk  purchases 

Contracted  services 

Loss  on  disposal  of  assets  and  liabilities 

General  Expenses 

Total  expenditure 
Deficit  for  the  year 


21 

22 

23 

23 

24 


11  099  467  12  298  030 

338  270  400  450 

1  075  644 

211  120  14  568 

82  336  266  855 

307  080  1  719  000 

13  113  917  14  698  903 


25 


2  978  882  3  120  407 

22  22 
3  340 


38  037  804  49  756  906 

_ _ 262 

41  020  048  52  877  597 

54  133  965  67  576  500 


28 

29 

30 

31 

32 

33 

34 

35 

36 


(16  433  913)  (16  010  040) 

(2  627  337)  (1  969  235) 

(21  090  559)  (20  910  097) 

(8  477  777)  (6  771  641) 

(6  808  534)  (8  536  028) 

(430  632)  (648  081) 

(10  213  060)  (9  945  626) 

(7  096  412)  (6  471  335) 


(205  751)  (123  841) 

(6  882  766)  (7  513  355) 

(80  266  741)  (78  899  279) 

^26  132  776)  (11  322  779) 
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Renosterberg  Local  Municipality 

{Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 

Opening  balance  as  previously  reported 

Adjustments 

Prior  year  adjustments 

Balance  at  01  July  2015  as  restated* 

Changes  in  net  assets 
Defiict  for  the  year 

Total  changes 

Restated*  Balance  at  01  July  2016 

Changes  in  net  assets 
Deficit  for  the  year 

Total  changes 

Balance  at  30  June  2017 


Accumulated 

surplus 

Total  net 
assets 

463  588  974 

463  588  974 

5  355  622 

5  355  622 

468  944  596 

468  944  596 

(1 1  322  779) 

(11  322  779) 

(11  322  779) 

(1 1  322  779) 

457  621  814 

457  621  814 

(26  132  776) 

(26  132  776) 

(26  132  776) 

(26  132  776) 

431  489  038 

431  489  038 

*  See  Note  41 
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Renosterberg  Local  Municipality 

(Registration  number  NC075)  J 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Cash  Flow  Statement 


Cash  flows  from  operating  activities 


Receipts 

Sale  of  goods  and  services 
Grants 

Interest  income 


Payments 

Employee  costs 
Suppliers 
Finance  costs 


Net  cash  flows  from  operating  activities 

Cash  flows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 
Purchase  of  other  intangible  assets 

Net  cash  flows  from  investing  activities 

Cash  flows  from  financing  activities 

Movement  in  long  service  awards 
Finance  lease  payments 

Net  cash  flows  from  financing  activities 

Net  increase/(decrease)  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

Cash  and  cash  equivalents  at  the  end  of  the  year 


7  346  979 

5  016  687 

33  066  226 

48  466  952 

82  336 

266  855 

40  495  541 

53  750  494 

(18 

956  170) 

(17 

017 

275) 

(7 

724  128) 

(9 

981 

278) 

(8 

477  777) 

(6 

771 

641) 

(35 

158  075) 

(33 

770 

194) 

5 

337  466 

19 

980 

300 

(5  697  481) 
(78  340) 

(19  675  010) 
(85  000) 

(5  77S  821) 

(19  760  010) 

153  000 
(85  594) 

(477  000) 
(268  956) 

67  406 

(745  956) 

(370  949) 

250  654 

(525  666) 

776  320 

(120  295) 

250  654 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 

Budget  on  Accrual  Basis 


Figures  in  Rand 

Statement  of  Financial  Performance 


Revenue 


Revenue  from  exchange 
transactions 


Service  charges 

Rental  of  facilities  and  equipment 
Discount  received 

Other  income  -  (rollup) 

Interest  received  -  investment 

TOifll  rP\/On  |  In  frnm 

16  884  529 

489  953 

137  495 

16  884  529 
489  953 

137  495 

1 1  099  467 
338  270 
1  075  644 
211  120 
82  336 

(5  785  062) 
(151  683) 

1  075  644 
73  625 
82  336 

Note  51 
Note  51 

Note  51 
Note  51 

iuuji  revenue  ironi  exchange 
transactions 

17  511  977 

17  511  977 

12  806  837 

(4  705  140) 

Revenue  from  non-exchange 
transactions 

Taxation  revenue 

Property  rates 

Fines,  Licences  or  Permits  (Non¬ 
exchange) 

Other  taxation  revenue  1 

Transfer  revenue 

4  428  142 

13  054 

4  428  142 
13  054 

2  978  882 
22 

3  340 

(1  449  260) 
(13  032) 

3  340 

Note  51 
Note  51 

Government  grants  &  subsidies 

1  1  rAt/nni  iq  m ^ 

34  532  000 

34  532  000 

38  037  804 

3  505  804 

Note  51 

i umi  revenue  irom  non¬ 
exchange  transactions 

lotAl  rouoniiA 

38  973  196 

38  973  196 

41  020  048 

2  046  852 

i  weal  ivvtfiiUG 

56  485  173 

56  485173 

53  826  885 

(2  658  288) 

Expenditure 

Personnel 

Remuneration  of  councillors 
Depreciation  and  amortisation 
Finance  costs 

Debt  Impairment 

Repairs  and  maintenance 

Bulk  purchases 

Contracted  Services 

General  Expenses 

rif  s  1  OYnonrlStiiPA 

(17  753  833) 

(2  349  600) 

(2  770  000) 

(1  573  400) 

(1  770  000) 

(7  938  544) 

(307  110) 

(16  344  756) 

-  (17  753  833) 

(2  349  600) 
(2  770  000) 
(1  573  400) 
(1  770  000) 

(7  938  544) 
(307110) 

-  (16  344  756) 

(16  433  913) 
(2  627  337) 
(21  090  559) 
(8  477  777) 
(6  808  534) 
(430  632) 
(10  213  060) 

(7  096  412) 

(6  882  766) 

1  319  920 
(277  737) 
(18  320  559) 

(6  904  377) 

(5  038  534) 
(430  632) 

(2  274  516) 

(6  789  302) 

9  461  990 

Note  51 
Note  51 
Note  51 
Note  51 
Note  51 
Note  51 
Note  51 
Note  51 
Note  51 

i  uui j  expenditure 

DriArsfinn  rlofin !4 

(50  807  243) 

-  (50  807  243) 

(80  060  990) 

(29  253  747) 

operating  aericjt 

Loss  on  disposal  of  assets  and 
liabilities 

5  677  930 

3  500  000 

5  677  930 

3  500  000 

(26  234105) 

(205  751) 

(31  912  035) 

(3  705  751) 

Actuarial  gains/losses 

- 

- 

307  080 

307  080 

3  500  000 

3  500  000 

101  329 

(3  398  671) 

uenen  oerore  taxation 

Anti  ml  AmAim4  mm  a -  .  >  » 

9  177  930 

9  177  930 

(26  132  776) 

(35  310  706) 

Mutual  Amount  on  comparable 
Basis  as  Presented  in  the 

Budget  and  Actual 

Comparative  Statement 

9  177  930 

9  177  930 

(26  132  776) 

(35  310  706) 
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Net  Assets 

Net  Assets  Attributable  to 
Owners  of  Controlling  Entity 

Reserves 

Accumulated  surplus 


Other  receivables  from  exchange 
transactions 

3  750  000 

3  750  000 

25  223 
323  567 

25  223 
(3  426  433) 

Receivables  from  non-exchange 
transactions 

- 

- 

17  508  079 

17  508  079 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 

10  000  789 

420  000 

10  000  789 
420  000 

2  113  232 
12  947  871 
33  264 

2  113  232 

2  947  082 
(386  736) 

_ 

14  170  789 

14170  789 

32  951  236 

18  780  447 

Non-Current  Assets 

Investment  property 

Property,  plant  and  equipment 
Intangible  assets 

399  373  000 

495  000 

-  399  373  000 

495  000 

24  902  855 
484  154  533 

1  614  203 

24  902  855 

84  781  533 

1  119  203 

399  868  000 

-  399  868  000 

510  671  591 

110  803  591 

414  038  789 

-  414  038  789 

543  622  827 

129  584  038 

Liabilities 

Current  Liabilities 

Finance  lease  obligation 

Payables  from  exchange 
transactions 

20  780  093 

20  780  093 

69  069 
87  257  498 

69  069 

66  477  405 

Consumer  deposits 

Employee  benefit  obligation 
Provisions 

Long  service  awards 

Bank  overdraft 

285  000 

285  000 

375  576 

9  000 

5  077  937 
182  000 
153  559 

90  576 

9  000 

5  077  937 

182  000 

153  559 

_ 

21  065  093 

21  065  093 

93  124  639 

72  059  546 

Non-Current  Liabilities 

Employee  benefit  obligation 
Provisions 

Long  service  awards 

1 1  706  692 

11  706  692 

786  000 

17  217  154 

786  000 

5  510  462 

- 

1  006  000 

1  006  000 

11  706  692 

11  706  692 

19  009154 

7  302  462 

32  771  785 

32  771  785 

112133  793 

79  362  008 

Net  Assets 

381  267  004 

-  381  267  004 

431  489  034 

50  222  030 

381  267  004 


381  267  004  431  439  034  50  222  030 
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Renosterberg  Local  Municipality 

(Registration  number  NC075)  J 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Accounting  Policies 


Presentation  of  Annual  Financial  Statements 


Practice^  ATcou^Stand^rds  Genera«y  RecoSnised  Accounting 

Management  Act  (Act  56  of  2003).  accordance  with  Section  122(3)  of  the  Municipal  Finance 

cost  convenflonTthe  and  are  in  accordance  with  historical 

amounts  have  been  rounded  off  to  the  nearest  rand.  ^  otheiwise.  They  are  presented  in  South  African  Rand  and  the 

POlideS'  WhiCh  have  been  “">*  ^  in  the  preparation  of  these  annua, 

1.1  Presentation  currency 


These  annual  financial  statements  are  presented  in  South  African  Rand,  which  i 

1.2  Going  concern  assumption 


is  the  functional  currency  of  the  municipality. 


operate  as  a^ofiig  concern^  next1  l^mcmths^386^  00  ***  expectation  that  the  municipality  will  continue  to 


1.3 


Significant  judgements  and  sources  of  estimation  uncertainty 


ten tnuli ta^i disTofure^U^65  ?nd  aSSUmpti°"s  that  affect 
application  of  judgement  is  inherent  in  the  formation  of  estimates  Actual  mS?in  th«fU?6  °f  *15  !f£le  information  and  the 
which  may  be  material  to  the  annual  financial  statements.  Significant  judgements  includi^  C°U  d  fr°m  these  estimates 

Trade  receivables  /  Held  to  maturity  investments  and/or  loans  and  receivables 

a"d  «■  <*  impalrmeh,  a,  the 

based'on*  historical  is  calculated  on  a  portfolio  basis, 

the  reporting  date  that  correlate  with  defaults  on  the  portfolio  These  annual ST* 3®?ndlt,on8  and  other  indicators  present  at 
portfolio  and  scaled  to  the  estimated  loss  emergence  period  rat,os  are  appl,ed  to  loan  balances  in  the 

Fair  value  estimation 

quT,eT::^  trading  and  available-for-sale  securities)  is  based  on 

municipality  is  the  current  bid  price.  P  9  P  '  The  quoted  market  price  used  for  financial  assets  held  by  the 

determined by  Shn“  i^s"  a^vaTety  c!' lrmBMhe  counter  “Natives)  is 

on  market  conditions  existing  at  the  end  of  each  report!™  period  OuntTrlL  j  ??hods  and  makes  assumptions  that  are  based 
are  used  for  long-term  debt.  Other  techniques "  dea'er  qao  ,es  for  similar  '"Aments 
the  remaining  financial  instruments.  The  fair  value  of  interest  rate  swans  ?  TS'  a,[?  USed  t0  determme  fair  value  for 

ttero^rPOrg^ue  °f  f°™ard  f°rei9n  exch-9e 

Sr" S^o«aEE  — d  to  approximate  their  fair  values, 

current  market  interest  rate  that  is  available  to  the  municipality  for  similar  finatS iSmenfe  COn'raCtUal  C3Sh  f'°WS  at  the 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 

1 .3  Significant  judgements  and  sources  of  estimation  uncertainty  (continued) 

Impairment  testing 

reasonably  possible  that  the  assumption  may  change  which  mav  then  imnart  ?•  °f  estlmates  and  assumptions.  It  is 

adjustment  to  the  carrying  value  of  goodwill  and  tangible  assets.  V  ^  P  est|mations  and  may  then  require  a  material 

carrying  amount' may^ot  bT  re^  ver^  o^an  I  circumstances  su99est  that  the 

at  the  lowest  level  for  which  identifiable  cash  flows  are  larqelv  indeoendent  nf  i  basis/or 'mPa,rment-  Assets  are  grouped 
are  indications  that  impairment  may  have  occurred  eSSfite  h  fl?°ffherassets  a"d  Abilities.  If  there 

assets.  Expected  future  cash  flows  used  to  determine  the  value  in  nfnnnn*  HXpe,? fd  fu^re  cash  flows  for  each  9rouP  of 
and  could  materially  change  over  time  Thev  are  sianifirantiv  °f  9oodwi11  and  tangible  assets  are  inherently  uncertain 

variables,  i.e.  production  estimates  supply  demand I  V  ?  ?Ur?ber  °f  factors  includin9  f,is{  "W  specific 

exchange  rates  inflation  interest]  '  econom,c  faCtorS  SUch  as  [list  economic  factors  »«h  as 

Provisions 

inerineproavi^r,e  based  on  ,he  * 

Post  retirement  benefits 

using  a  number  of  aMUi^onTrlw^sumpftom  uselTin^eterrX  **  d,ete™lnsd  on  an  actuarial  basis 

changes  in  these  assumptions  will  impact  on  the  carrying  amount  of  post ^iremin“l blgo™’  *"  diS°°Unt  rate'  A"y 

2dZM  ssiess  This  Mer ra,e  that  ■*»“"  ba »•« 

determining  the  appropriate  discount  rate  the  municioalitv  mn^iHerfih0  6^  bf  r<Tquir®d  to  settle  the  pension  obligations.  In 
denominated  in  the  currency  in  which  the' benefits  will  benairi  and  that  /neras  ratas  of  high-quality  corporate  bonds  that  are 
related  pension  liability.  '  be  paidl  and  that  have  terms  to  maturitV  approximating  the  terms  of  the 


Seeri3eV  aSSUmptlons  for  pension  obll9ali»"s  «  baaab  on  current  market  conditions.  Additional  information  is  disclosed  in 

Allowance  for  doubtful  debts 


impairment  is  measurecTas  theS difference  be^^n 'the  debtodsdMrrvinabBn  „*7  tba‘  "  *  "-paired.  The 

flows  discounted  at  the  effective  interest  rate,  computed  at  initial  recognition  he  Pr6Sent  Va,U6  °f  estlmated  future  cash 

Useful  lives  and  residual  values 


Where  changes  are  made  to  the  estimated  residual  values,  management  also  makes  these  changes  prospectively. 

1.4  Investment  property 


Investment  property  is  property  (land  or  a  building  -  or  part  of  a  building 
or  both,  rather  than  for:  y 


-  or  both)  held  to  earn  rentals  or  for  capital  appreciation 


use  in  the  production  or  supply  of  goods  or  sen/ices  or  for 

•  administrative  purposes,  or 

•  sale  in  the  ordinary  course  of  operations. 
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Renosterberg  Local  Municipality 

(Registration  number  NC075)  1 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 

1 .4  Investment  property  (continued) 


Owner-occupied  property  is  property  held  for 
purposes. 


use  in  the  production  or  supply  of  goods 


or  services 


or  for  administrative 


are  associated  with  thellX  t^mSnfcipllity  and^hT*  be.nefits  or  service  Potential  that 

can  be  measured  reliably.  mcipality,  and  the  cost  or  fair  value  of  the  investment  property 


Investment  property  is  Initially  recognised  at  cost.  Transaction  costs  are  included  in  the  initial  measurement. 

Pr0P6rty  iS  acquired  thr0U9h  a  transaction,  its  cost  is  its  fair  value  as  a,  the  date  of 


a%SuisltaSorTSi^h  °r  °aSh  eqUiVa'ent  °r  lhe  “  Va'Ue  °f  ,he  “nation  given  to  acquire  an  asset  at  the  time  of  its 

Fair  value 

Subsequent  to  initial  measurement  investment  property  is  measured  at  fair  value. 

The  fair  value  of  investment  property  reflects  market  conditions  at  the  reporting  date. 

A  gain  or  loss  arising  from  a  change  in  fair  value  is  included  in  net  surplus  or  deficit  for  the  period  in  which  it  arises 

z?  ~°n  „  reliably  determinable  but 

property  under  construction  at  cost  until  either  its  fair  value  harom*?™?  h?°!i  f  co.mpj®te'  !t  measures  that  investment 
(whichever  is  earlier).  If  the  entity  determines  that  the  fair  an?  t  biy,  determinable  or  construction  is  completed 

under  construction)  is  not  reliably  determinable  on  a  continuing  taste  ttalX  metres  ttafk  8"  inveslment  property 
cost  model  (as  per  the  accounting  policy  on  Property  plant  and  eo^menti  tL  h  f  h,  lnv® S  menl  property  using  the 
then  assumed  to  be  zero.  The  mlmictoality apK'the  co^l 8  ,Va'Ue  °  the  investment  Property  is 
equipment)  until  disposal  of  the  investment  property  d  P  h  accounting  policy  on  Property,  plant  and 

prevkiusty'beenmeasure^atco^h'k  measures  Uiafp^opertvafits^lr9  1  aninves,ment  prap^  under  construction  that  has 
is  presumed  that  fair  value  can ^  be  measured  rel!ab!yP  IMhis is “nstruction  °f  that  praparty  '•  oomplete,  it 
m  accordance  with  the  accounting  policy  on  Property,  plant  and  equipment.  ’  ^  Pf°P  V  'S  accounted  for  us,n9  the  cost  model 

Derecognition 

^e/dteposa^proceed^anTthecar^k^g  amountoftheasset^ “  d8,8rmi"ed  as  «**—  between  the 

1.5  Property,  plant  and  equipment 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


1 .5  Property,  plant  and  equipment  (continued) 


The  cost  °J a"  ®f  Prapetty  plant  and  equipment  is  recognised  as  an  asset  when: 

municipality;  and^3  eG°n°m'C  bene“S  °f  S6rvice  p0,ential  associated  the  item  will  flow  to  the 
the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

^ca,io°n  and^ndiflo0^ nerasSryPfor!t totjeTapaWe'of oraratlna fnfhe^  Bnd  attdbqtabla  t0  bri"9  the  — . to  the 

rebates  are  deducted  in  arriving  at  the  Sst  ^  °f  °Peratin9  the  manner  inlended  *  management.  Trade  discounts  and 

Where  an  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  date  of  acquisition. 

mon^ta^and^oi^OTetanrassets^e'MsBt  TS *  a  "  monetary  assets,  or  a 

acquired  item's  fair  value  was  no,  determinate,  it's  deemed  SsMs^aU^  C0S*>'  "  tba 

have  d,fferen' use,ul  liras' ,hey  are  ac“unted  as 

subsequent^6 to  add  kTrefflace  part^ of°  oTservkte^t  ^Treplacem^T  °' P'ant  and  eqqipma"*  a"d  “sts  I"™"* 
property,  pl/n,  and  -qu^iES^  SSS  o,  Jhe  IsteXTed  '  "  C“*nB  a"’°L'"t  °f  a"  item  °f 

mcfudedlnm emcost prSp^T ,th*  Site  wbioh  if  is  located  is  a'*° 

obligation  arises  as  a  result  of  acquiring  the  asset  or  using  it  for  purposes  o,heS  ,he°S  ^  *" 

and  condltior^neces^rry^foHutbe3 'capaTeo^pera^  the  item  ls  in  the  lo^tlon 

pmp|rtSyUCJantSanPdaerquSen«S,andby  "d  Se™h9  eqUipment  are  reC0S"ised  »<*  meet  the  deflation  of 

Sgn3c0menrlfa"a  ^^^“a^epla^menHn  L® cosTnfZ  SfpTty'  plant  a"d  •**"»«  which  meet  the 
inspection  costs  from  the  previous  inspection^ ^e  deTecogniS  °f ' prop"t*  plantand  equipment  An*  re™™"9 

Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses. 

Purchase  software  that  is  integral  to  the  functionality  of  the  related  equipment  is  capitalised  as  part  of  the  equipment. 

Sunsequent  measurement: 

whiR  Se and  ,any  impaiment  ■“*-  expapt  *>'  X'X  and  X 
depredation  and  subsequent  accumulated  impairment  losses.  f  revaluat'°n  iess  an'1  subsequent  accumulated 

£d^  amoun,  does  no,  differ  materially  from  that  which  would 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .5  Property,  plant  and  equipment  (continued) 


The  revaluation  surplus  in  equity  related  to  a  specific  item  of 
earnings  when  the  asset  is  derecognised. 


property,  plant  and  equipment 


is 


transferred 


directly  to  retained 


lamings  asthe  assetTs  'usKtS  ?  Spf  ifcj,em  of  P"*-*  Plant  and  equipment  is  transferred  directly  to  retained 

between  depreda,i°" based  °nL  — * 


Depreciation  and  impairment: 


Property,  plant  and  equipment  are  depreciated 
residual  value. 


on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 


Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses. 
Land,  except  for  landfill  and  quary  sites,  is  not  depreciated  as  it  has  indefinite  useful  life. 


when  il  is  in  ,he  loca,io" and  necessary  f- .« .o  bo 


bZaZtert  IS™  °fJ p,rop®rty  plant  and  equiPment  w'lh  a  cost  that  is  significant  in  relation  to  the  total  cost  of  the  item  shall 

sce°p zsf  asse,s  ,hat  are  si9nmcant  in  reiation  ,o  the  whoie  asset 


t0  !nitial  recognition,  property  plant  and  equipment  on  the  cost  model,  is  carried  at  cost  less  accumulated 

E&M  aChUmU'ated  impairment  losses-  Assets  held  under  finance  leases  are  depreciated  over  their  expected 
useful  lives  on  the  same  basis  as  owner  assets  or,  where  shorter,  the  term  of  the  relevant  lease.  P 


The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows: 


Item 

Land 

Buildings  -  Operational  buildings 

Buildings  -  Housing 

Furniture  and  fixtures 
Motor  vehicles 
Office  equipment 
IT  equipment 
Infrastructure 

Community  Assets  -  Community  facilities 

Community  Assets  -  Sport  and  recreation  facilities 

Bins  and  containers 
Landfill  sites 
Specialised  vehicles 

Infrastructure  Asset  -  Wastewater  network 


Depreciation  method 

Average  useful  life 

indefinite 

Straight  line 

5,  15-80  years, 
indefinite 

some 

Straight  line 

5,  15  -  100  years, 
indefinite 

some 

Straight  line 

7-10  years 

Straight  line 

5-7  years 

Straight  line 

3-5  years 

Straight  line 

3-5  years 

Straight  line 

5-100  years, 

indefinite 

some 

Straight  line 

5-100  years, 

indefinite 

some 

Straight  line 

5-100  years, 

indefinite 

some 

Straight  line 

5  -7  years 

Straight  line 

10-20  years 

Straight  line 

5  -  7  years 

Straight  line 

12  -  100  years, 
indefinite 

some 
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Renosterberg  Local  Municipality 

(Registration  number  NC075) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .5  Property,  plant  and  equipment  (continued) 

Infrastructure  Asset -Water  network  Straight  line  7  -  100  years,  some 

indefinite 

Infrastructure  Asset  -  Roads  and  stormwater  network  Straight  line  5  -  100  years,  some 

indefinite 

Infrastructure  Asset  -  Electricity  network  Straight  line  10-60  years 

The  depreciable  amount  of  an  asset  is  allocated  on  a  systematic  basis  over  its  useful  life. 

The  residual  value,  and  the  useful  life  and  depreciation  method  of  each  asset  are  reviewed  at  the  end  of  each  reporting  date.  If 
the  expectations  differ  from  previous  estimates,  the  change  is  accounted  for  as  a  change  in  accounting  estimate. 

Reviewing  the  useful  life  of  an  asset  on  an  annual  basis  does  not  require  the  entity  to  amend  the  previous  estimate  unless 
expectations  differ  from  the  previous  estimate. 

Each  part  of  an  item  of  property,  plant  and  equipment  with  a  cost  that  is  significant  in  relation  to  the  total  cost  of  the  item  is 
depreciated  separately. 

The  depreciation  charge  for  each  period  is  recognised  in  surplus  or  deficit  unless  it  is  included  in  the  carrying  amount  of 
another  asset. 

Derecognition: 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  when 
the  item  is  derecognised.  The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is 
determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 

Property  plant  and  equipment  which  the  municipality  holds  for  rentals  to  others  and  subsequently  routinely  sell  as  part  of  the 
ordinary  course  of  activities,  are  transferred  to  inventories  when  the  rentals  end  and  the  assets  are  available-for-saie.  Proceeds 
from  sales  of  these  assets  are  recognised  as  revenue.  All  cash  flows  on  these  assets  are  included  in  cash  flows  from  operating 
activities  in  the  cash  flow  statement. 

The  municipality  separately  discloses  expenditure  to  repair  and  maintain  property,  plant  and  equipment  in  the  notes  to  the 
financial  statements  (see  note  10). 

The  municipality  discloses  relevant  information  relating  to  assets  under  construction  or  development,  in  the  notes  to  the 
financial  statements  (see  note  10). 

Commitments: 

Where  the  municipality  has  a  contractual  commitment  in  respect  of  the  acquisition  of  property  plant  and  equipment,  these  are 
disclosedin  note  38.  The  commitments  as  disclosed  are  the  contractual  amount  less  any  payment  made  in  respect  of  the 
contract. 

1.6  Site  restoration  and  dismantling  cost 

The  municipality  has  an  obligation  to  dismantle,  remove  and  restore  items  of  property,  plant  and  equipment.  Such 
obligations  are  referred  to  as  'decommissioning,  restoration  and  similar  liabilities’.  The  cost  of  an  item  of  property,  plant  and 
equipment  includes  the  initial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is 
located,  the  obligation  for  which  an  municipality  incurs  either  when  the  item  is  acquired  or  as  a  consequence  of  having  used 
the  item  during  a  particular  period  for  purposes  other  than  to  produce  inventories  during  that  period. 
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1.6  Site  restoration  and  dismantling  cost  (continued) 

If  the  related  asset  is  measured  using  the  cost  model: 

(a)  subject  to  (b),  changes  in  the  liability  are  added  to,  or  deducted  from,  the  cost  of  the  related  asset  in  the  current 
period; 

(b)  if  a  decrease  in  the  liability  exceeds  the  carrying  amount  of  the  asset,  the  excess  is  recognised  immediately  in 
surplus  or  deficit;  and 

(c)  if  the  adjustment  results  in  an  addition  to  the  cost  of  an  asset,  the  municipality  considers  whether  this  is  an 
indication  that  the  new  carrying  amount  of  the  asset  may  not  be  fully  recoverable.  If  it  is  such  an  indication,  the 
asset  is  tested  for  impairment  by  estimating  its  recoverable  amount  or  recoverable  service  amount,  and  any 
impairment  loss  is  recognised  in  accordance  with  the  accounting  policy  on  impairment  of  cash-generating  assets 
and/or  impairment  of  non-cash-generating  assets. 

1.7  Intangible  assets 

An  asset  is  identifiable  if  it  either: 

•  is  separable,  i.e.  is  capable  of  being  separated  or  divided  from  an  entity  and  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individually  or  together  with  a  related  contract,  identifiable  assets  or  liability,  regardless  of 
whether  the  entity  intends  to  do  so;  or 

•  arises  from  binding  arrangements  (including  rights  from  contracts),  regardless  of  whether  those  rights  are 
transferable  or  separable  from  the  municipality  or  from  other  rights  and  obligations. 

A  binding  arrangement  describes  an  arrangement  that  confers  similar  rights  and  obligations  on  the  parties  to  it  as  if  it  were  in 
the  form  of  a  contract. 

An  intangible  asset  is  recognised  when: 

•  it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
flow  to  the  municipality;  and 

•  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

The  municipality  assesses  the  probability  of  expected  future  economic  benefits  or  service  potential  using  reasonable  and 
supportable  assumptions  that  represent  management’s  best  estimate  of  the  set  of  economic  conditions  that  will  exist  over  the 
useful  life  of  the  asset. 

Intangible  assets  are  initialy  recognised  at  cost. 

Where  an  intangible  asset  is  acquired  through  a  non-exchange  transaction,  its  initial  cost  at  the  date  of  acquisition  is  measured 
at  its  fair  value  as  at  that  date. 

Expenditure  on  research  (or  on  the  research  phase  of  an  internal  project)  is  recognised  as  an  expense  when  it  is  incurred. 

Subsequent  measurement: 

Intangible  assets  are  carried  at  cost  less  any  accumulated  amortisation  and  any  impairment  losses. 

An  intangible  asset  is  regarded  as  having  an  indefinite  useful  life  when,  based  on  all  relevant  factors,  there  is  no  foreseeable 
limit  to  the  period  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential.  Amortisation  is  not 
provided  for  these  intangible  assets,  but  they  are  tested  for  impairment  annually  and  whenever  there  is  an  indication  that  the 
asset  may  be  impaired.  For  all  other  intangible  assets  amortisation  is  provided  on  a  straight  line  basis  over  their  useful  life. 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  are  reviewed  at  each  reporting  date. 

Reassessing  the  useful  life  of  an  intangible  asset  with  a  finite  useful  life  after  it  was  classified  as  indefinite  is  an  indicator  that 
the  asset  may  be  impaired.  As  a  result  the  asset  is  tested  for  impairment  and  the  remaining  carrying  amount  is  amortised  over 
its  useful  life. 

Amortisation  begins  when  intangible  assets  are  in  the  location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the 
manner  intended  by  management  and  ceases  at  the  earilier  of  the  date  that  the  asset  is  classified  as  held  for  sale  (or  included 
in  disposal  group  that  is  classified  as  held  for  sale)  in  accordance  with  the  standard  of  GRAP  on  Non-current  Assets  Held  for 
Sale  and  Discountinued  Operations  and  the  date  that  the  asset  is  dercognised. 

Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a  straight  line  basis,  to  their  residual  values  as  follows: 
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1.7  intangible  assets  (continued) 


Depreciation  method  Average  useful  life 

Straight  line  3  years  ”  ’ 

Straight  line  Indefinite 

Intangible  assets  are  derecognised: 

•  on  disposal;  or 

•  when  no  future  economic  benefits  or  service  potential  are  expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  intangible  assets  is  included  in  surplus  or  deficit  when  the  asset  is 
derecognised  (unless  the  Standard  of  GRAP  on  leases  requires  otherwise  on  a  sale  and  leaseback). 

1.8  Financial  instruments 

A  financial  instrument  is  any  contract  that  gives  rise  to  a  financial  asset  of  one  entity  and  a  financial  liability  or  a  residual 
interest  of  another  entity. 


Item 

Computer  software,  other 
Servitudes 


The  amortised  cost  of  a  financial  asset  or  financial  liability  is  the  amount  at  which  the  financial  asset  or  financial  liability  is 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective 
interest  method  of  any  difference  between  that  initial  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  the  use  of  an  allowance  account)  for  impairment  or  uncollectibility. 

A  concessionary  loan  is  a  loan  granted  to  or  received  by  an  entity  on  terms  that  are  not  market  related. 

Credit  risk  is  the  risk  that  one  party  to  a  financial  instrument  will  cause  a  financial  loss  for  the  other  party  by  failing  to  discharge 
an  obligation. 


Currency  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 
foreign  exchange  rates. 

Derecognition  is  the  removal  of  a  previously  recognised  financial  asset  or  financial  liability  from  an  entity’s  statement  of 
financial  position. 

A  derivative  is  a  financial  instrument  or  other  contract  with  all  three  of  the  following  characteristics: 

•  Its  value  changes  in  response  to  the  change  in  a  specified  interest  rate,  financial  instrument  price,  commodity  price, 
foreign  exchange  rate,  index  of  prices  or  rates,  credit  rating  or  credit  index,  or  other  variable,  provided  in  the  case  of 
a  non-financial  variable  that  the  variable  is  not  specific  to  a  party  to  the  contract  (sometimes  called  the  ‘underlying’). 

•  It  requires  no  initial  net  investment  or  an  initial  net  investment  that  is  smaller  than  would  be  required  for  other  types 
of  contracts  that  would  be  expected  to  have  a  similar  response  to  changes  in  market  factors. 

•  It  is  settled  at  a  future  date. 


The  effective  interest  method  is  a  method  of  calculating  the  amortised  cost  of  a  financial  asset  or  a  financial  liability  (or  group  of 
financial  assets  or  financial  liabilities)  and  of  allocating  the  interest  income  or  interest  expense  over  the  relevant  period.  The 
effective  interest  rate  is  the  rate  that  exactly  discounts  estimated  future  cash  payments  or  receipts  through  the  expected  life  of 
the  financial  instrument  or,  when  appropriate,  a  shorter  period  to  the  net  carrying  amount  of  the  financial  asset  or  financial 
liability.  When  calculating  the  effective  interest  rate,  a  entity  shall  estimate  cash  flows  considering  all  contractual  terms  of  the 
financial  instrument  (for  example,  prepayment,  call  and  similar  options)  but  shall  not  consider  future  credit  losses,  The 
calculation  includes  all  fees  and  points  paid  or  received  between  parties  to  the  contract  that  are  an  integral  part  of  the  effective 
interest  rate  (see  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions),  transaction  costs,  and  all  other  premiums 
or  discounts.  There  is  a  presumption  that  the  cash  flows  and  the  expected  life  of  a  group  of  similar  financial  instruments  can  be 
estimated  reliably.  However,  in  those  rare  cases  when  it  is  not  possible  to  reliably  estimate  the  cash  flows  or  the  expected  life 
of  a  financial  instrument  (or  group  of  financial  instruments),  the  entity  shall  use  the  contractual  cash  flows  over  the  full 
contractual  term  of  the  financial  instrument  (or  group  of  financial  instruments). 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a  liability  settled,  between  knowledgeable  willing  parties  in 
an  arm’s  length  transaction. 

A  financial  asset  is: 

•  cash; 

•  a  residual  interest  of  another  entity;  or 
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1.8  Financial  instruments  (continued) 

•  a  contractual  right  to: 

receive  cash  or  another  financial  asset  from  another  entity  or 
favourableToThe“'  3886,8  “th  an0,her  ent^  under  condi,to^  «  are  potentially 

A  financial  liability  is  any  liability  that  is  a  contractual  obligation  to: 

•  deliver  cash  or  another  financial  asset  to  another  entity;  or 

exchange  financial  assets  or  financial  liabilities  under  conditions  that  are  potentially  unfavourable  to  the  entity. 

mlZ'nterast kratshe  "*  “  *"  *  Va'Ue  °f  C3Sh  fl°WS  °f  a  "nancial  instrument  «*  Hu*-*  because  of  changes  in 

aenn;rin^haen^s°e;d,ffiCU,‘y  "  mee'inS  °bliSati0nS  “  Wi*h  finandal 

Loan  commitment  is  a  firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

Loans  payable  are  financial  liabilities,  other  than  short-term  payables  on  normal  credit  terms. 

£2  Si  SSJSSSSZ  - 

A  financial  asset  is  past  due  when  a  counterparty  has  failed  to  make  a  payment  when  contractually  due. 

“Jt of  an  entity  after  **** A 
equity  instruments  or  similar  forms  of  unitised  capital; 

forminnnfrf!!?  natl0nr?f.  3  tr?nsfer  of  resources  (or  a  class  of  such  transfers)  by  the  parties  to  the  transaction  as 

?-£2M2^  -  non-derivative  hnancla,  liabilities  the,  have  hxed 

•  the  entity  designates  at  fair  value  at  initial  recognition;  or 

•  are  held  for  trading. 

an^whose'fei^N^hje^annorbe^llabty  rneasuredreS*bUal  “  ^  d°  haVe  8  qU°*ed  markat  "*■  in  a"  “«•  I™** 

Financial  instrurnems  at  fair  value  comprise  financial  assets  or  financial  liabilities  that  are: 

•  combined  instruments  that  are  designated  at  fair  value; 
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1.8  Financial  instruments  (continued) 

•  instruments  held  for  trading.  A  financial  instrument  is  held  for  trading  if: 

it  is  acquired  or  incurred  principally  for  the  purpose  of  selling  or  repurchasing  it  in  the  near-term-  or 

whirh  thp?p'k  9n'  l0rVl  'S  Par!  °f  ?  P,0^01'0  of  identified  financial  instruments  that  are  managed'  together  and  for 
which  there  is  evidence  of  a  recent  actual  pattern  of  short  term  profit-taking-  y 

"  "  'iabilitieS  With  fiX6d  °r  determinab,e  W""*  **  are  designated  at 
instruments  at  ^^uments  that  do  not  meet  the  definition  of  financial  instruments  at  amortised  cost  or  financial 

Classification 

asse,s  (classes  and  ca,esw)  as  renected  »  ,ha  face  °f  of 


Class 


Other  receivables  from  exchange  transactions 
Receivables  from  non-exchange  transactions 
Receivables  from  exchange  transactions 
Cash  and  cash  equivalents 


Category 

Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 


finano!a|iposatonhMinl|he*nofM^theretananC'al  ""h*65  (C'aSSeS  ^  Ca'eSOry)  38  reflected  °n  ,he  ,ace  of  ,he  °< 


Class 

Finance  lease  obligation 
Payables  from  exchange  transactions 
Consumer  deposits 

Initial  recognition 


Category 

Financial  liability  measured  at  amortised  cost 
Financial  liability  measured  at  amortised  cost 
Financial  liability  measured  at  cost 


of  the  hstrument  "abi"'y  "S  S'atement  °f  'inan°ial  pdsi,i0"  When  ,he  entity  becomes  a 

Initial  measurement  of  financial  assets  and  financial  liabilities 

lirihnlLhL^h8^  3  ,«nancial  asse' and  ' financial  liability  initially  at  its  fair  value  plus  transaction  costs  that  are  directly 
attributable  to  the  acquisition  or  issue  of  the  financial  asset  or  financial  liability. 

The  entity  measures  a  financial  asset  and  financial  liability  initially  at  its  fair  value. 

InL^^nn^f863  th®  substance  of  a  concessionary  loan  is  in  fact  a  loan.  On  initial  recognition,  the  entity 

that  part  of  a  cSsi ***  ”*  **  C°mP°nent  Separately'  The  entily  accounts  for 

"  b®nefit  In  accordance  with  the  Framework  for  the  Preparation  and  Presentation  of  Financial  Statements, 
where  it  is  the  issuer  of  the  loan;  or 

•  non-exchange  revenue,  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions 
(Taxes  and  Transfers),  where  it  is  the  recipient  of  the  loan. 

Subsequent  measurement  of  financial  assets  and  financial  liabilities 

The  entity  measures  ail  financial  assets  and  financial  liabilities  after  initial  recognition  using  the  following  categories- 

•  Financial  instruments  at  amortised  cost. 

•  Financial  instruments  at  cost. 


All  financial  assets  measured  at  amortised  cost,  or  cost,  are  subject  to  an  impairment  review. 

Impairment  and  uncoflectibility  of  financial  assets 
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1.8  Financial  instruments  (continued) 

financial  assess  rePOrti"9  *here  iS  any  °biective  evide"“  •*  a  "nancial  asset  or  group  of 

Financial  assets  measured  at  amortised  cost' 

l£€PSsa==ss 

Financial  assets  measured  at  cost1 

Derecognition 
Financial  assets 


The  entity  derecognises  financial  assets  using  trade  date  accounting. 

The  entity  derecognises  a  financial  asset  only  when: 

•  the  h5S  t0  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

.  IhP  I,hS  P  another  party  substantially  all  of  the  risks  and  rewards  of  ownership  of  the  financial  asset'  or 

r,n«wyHdeSf!  h,T9  re,ained  Some  signif,cant  risks  and  awards  of  ownership  o the asset  has 

derecognise  the  asset;  and 

recognise  separately  any  rights  and  obligations  created  or  retained  in  the  transfer 

§§§=§ 

^nsfderation  received ts  recogntsed^rTsurplus  or  deleft  *"  *he  «»  —  o'  •» 
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1.8  Financial  Instruments  (continued) 

'mmmmmmw 

Financial  liabilities 

Lh®naun^edemTfwtennZCS,1l;a?llt!'  (°r  -r  3  financial  ““M  from  i,s  statemellt  of  financial  position  when  it  is 
extinguished  i.e.  when  the  obligation  specified  in  the  contract  is  discharged,  cancelled,  expires  or  waived.  W 

■ « » >  *  ™“ *-  “» -»A-3ssas5 

Presentation 

“ST  3  flnandal  inS,mment  or  a  oomPone"t  'hat  is  a  financial  liability  is  recognised  as  revenue  or  expense  in 

remun^or n^ense in  suiplusor defcit!9 °r  3  C0mp0nent  that  is  a  flnancial  liabili* is  ™°Snised  » 
expenseln'surplus  ofdeMt'0  “  finanCia'  inS'rUm9nt  °r  3  C0"1p0nant  ,hat  is  a  financial  liabilitV  is  cognised  «»  "venue  or 

rp!iH,bafi°nteri0ofh0lderS  °f  reS*id,Uf  interests  are  recognised  by  the  entity  directly  in  net  assets.  Transaction  costs  incurred  on 
hniripr^  nf  accounte^or  as  a  deduction  from  net  assets.  Income  tax  [where  applicable]  relating  to  distributions  to 
12^^  incurred  on  “  interests  are  accounted  for  in  £££$?£ 


w/hlnaIhCiainffhSet  and  fx  f‘nancif 1  “f'ty  are  only  offset  and  the  net  amount  presented  in  the  statement  of  financial  position 

basis,  o  * to  realise  tiTOasse^and^ttle  raC°9niSBd  am°UntS  3nd  intends  ei,hCT  to  settle  an  3  aat 

inssaeCtCa°ndn  the  aSS8'  'h3t  d°eS  n0t  qUa,i*  for  derecognition,  the  entity  does  not  offset  the  transferred 

Cash  and  cash  equivalents: 


are  readifv  SnLrtihbta  'V?'1  ha,nd'  denland  deposi,s'  and  other  short-term  highly  liquid  investments  that 

are  readily  convertible  to  a  known  amount  of  cash  and  are  subject  to  an  insignificant  risk  of  changes  in  value. 


These  are  initialy  ans  subsequently  recorded  at  amortised  cost.  Fair  value  approximates  the 
the  asset  is  readily  convertible  into  cash  amounts  for  a  period  exceeding  three  months,  these 


carrying  amount.  However,  where 
are  treated  as  investments. 
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1.9  Leases 

separately6388  in°'UdeS  b°'h  'and  a"d  bU"di"9s  e“’  lhe  -"»■*«*  assesses  the  classification  of  each  eiement 

Finance  leases  -  lessor 

preSentedCasaa*recre^ab3eSatSann^nounteequajr6o6hean^1nves3mentS inthehease3*63163*  °'  finanC'al  PDSi"°n'  SU°h  aSSetS  are 

baS6d  °n  a  Pat,6rn  “9  a  C0ns,ant  Periodic  "  -  the  municipality’s  net 

Finance  leases  -  lessee 

The  discount  rate  used  in  calculating  the  present  value  of  (he  minimum  lease  payments  is  the  Interest  rate  implicit  In  the  lease 

Any  contingent  rents  are  expensed  in  the  period  in  which  they  are  incurred. 

Operating  leases  -  lessor 

Operating  lease  revenue  is  recognised  as  revenue  on  a  straight-line  basis  over  the  lease  term . 

-nourt  —  ^  «« 

The  aggregate  cost  of  incentives  is  recognised  as  a  reduction  of  rental  revenue  over  the  lease  term  on  a  straight-line  basis. 

The  aggregate  benefit  of  incentives  is  recognised  as  a  reduction  of  renlal  expense  over  the  lease  term  on  a  straight-line  basis. 
Income  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operating  leases  -  lessee 


1.10  Inventories 


Inventories  are  initially  measured  at  cost  except  where  inventories 
costs  are  their  fair  value  as  at  the  date  of  acquisition. 


are  acquired  through  a  non-exchange  transaction,  then  their 


Subsequently  inventories  are  measured  at  the  lower  of  cost  and  net  realisable  value. 

Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for 
•  distribution  at  no  charge  or  for  a  nominal  charge;  or 

consumption  in  the  production  process  of  goods’to  be  distributed  at  no  charge  or  for  a  nominal  charge. 

25 the Sin^ated'rosts'nerassa^fto irake^esalebe^(clhar^ea|>r dfeWbufiOT0^8*'0"8  -  te  "  ^  °f  * 
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1.10  Inventories  (continued) 

Current  replacement  cost  is  the  cost  the  municipality  incurs  to  acquire  the  asset  on  the  reporting  date. 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing  the 
inventories  to  their  present  location  and  condition. 

The  cost  of  inventories  of  items  that  are  not  ordinarily  interchangeable  and  goods  or  services  produced  and  segregated  for 
specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

The  cost  of  inventories  is  assigned  using  the  first-in,  first-out  (FIFO)  formula.  The  same  cost  formula  is  used  for  all  inventories 
having  a  similar  nature  and  use  to  the  municipality. 

When  inventories  are  sold,  the  carrying  amounts  of  those  inventories  are  recognised  as  an  expense  in  the  period  in  which  the 
related  revenue  is  recognised.  If  there  is  no  related  revenue,  the  expenses  are  recognised  when  the  goods  are  distributed,  or 
related  services  are  rendered.  The  amount  of  any  write-down  of  inventories  to  net  realisable  value  or  current  replacement  cost 
and  all  losses  of  inventories  are  recognised  as  an  expense  in  the  period  the  write-down  or  loss  occurs.  The  amount  of  any 
reversal  of  any  write-down  of  inventories,  arising  from  an  increase  in  net  realisable  value  or  current  replacement  cost,  are 
recognised  as  a  reduction  in  the  amount  of  inventories  recognised  as  an  expense  in  the  period  in  which  the  reversal  occurs, 

1.11  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  assets  used  with  the  objective  of  generating  a  commercial  return.  Commercial  return  means  that 
positive  cash  flows  are  expected  to  be  significantly  higher  than  the  cost  of  the  asset. 

Impairment  is  a  loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset's  future  economic  benefits  or  service  potential  through  depreciation  (amortisation), 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  used  with  the  objective  of  generating  a  commercial  return 
that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or  groups  of 
assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  amount  of  an  asset  or  a  cash-generating  unit  is  the  higher  its  fair  value  less  costs  to  sell  and  its  value  in  use. 

Useful  life  is  either: 

•  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

•  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

1.12  Employee  benefits 

Employee  benefits  are  all  forms  of  consideration  given  by  an  entity  in  exchange  for  service  rendered  by  employees. 

A  qualifying  insurance  policy  is  an  insurance  policy  issued  by  an  insurer  that  is  not  a  related  party  (as  defined  in  the  Standard 
of  GRAP  on  Related  Party  Disclosures)  of  the  reporting  entity,  if  the  proceeds  of  the  policy  can  be  used  only  to  pay  or  fund 
employee  benefits  under  a  defined  benefit  plan  and  are  not  available  to  the  reporting  entity’s  own  creditors  (even  in  liquidation) 
and  cannot  be  paid  to  the  reporting  entity,  unless  either: 

•  the  proceeds  represent  surplus  assets  that  are  not  needed  for  the  policy  to  meet  all  the  related  employee  benefit 
obligations;  or 

•  the  proceeds  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Termination  benefits  are  employee  benefits  payable  as  a  result  of  either: 
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1.12  Employee  benefits  (continued) 

•  an  employee's  decision  date;  or 

Vested  employee  benefits  are  employee  benefits  that  are  not  conditional  on  future  employment. 

em^loym^nfbel^efi^s  asrwer^to^mvideaber?efifs^thateare>norcons!derahon  in^exchange^'s^ce^ndereTb^empIoyees05^ 

XSSSrSi  ?hn“ly'S„ar S  Tt  aby  an  es,ab,ished  <*  past  practice, 

responsibilities  and  as  a  “he ert^has  S  Partlea  'hat  It  will  accept  certain 

those  responsibilities.  ^  a  on  on  Par*  °f  those  other  parties  that  it  will  discharge 

Short-term  employee  benefits 

mo°n£M^  that  are  “>  >»  settled  within  twelve 

Short-term  employee  benefits  include  items  such  as: 

•  wages,  salaries  and  social  security  contributions- 

pZdiZic'^  "X—  •<*  the  end  o,  the  reporting 

'  Care'  and  °r  SUbSidiSed  SOOdS  "™*?“  «h  as  housing,  oars 

Post-employment  benefits 

e'mptoymenr0"1  h6"^  ^  emP'°Vee  be"efitS  (°ther  than  ,e™'"ali°"  *"•■»>  «•«>  ■»  payable  after  the  completion  o, 
for^ne^m^e emf^oyees 'anS  ^  f°rmal  °r  inf°rma'  arran9smB"ts  “"der which  an  entity  provides  post-employment  benefits 
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1.12  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  contribution  plans 

-  entity  pays  tod  contributions  into  a  separate 
assets  to  pay  a,,  employee  **  ^  "°‘  h°'d  sIcie"' 

a  defined  cortrXorTpfe^  3  reportln9  Period' the  entity  recognise  the  contribution  payable  to 

'  S2SZ&ZE&  st:rcetrVenLTrtSu^  rr lf  ,he 

(prepaid  expense)  to  the  extent  that  7he  prepaymen"  SCto  or  exarn^  ?*.?*“  33  3n  3SSet 

cash  refund;  and  F  H  y  eaa  r0,  Tor  examP<e.  a  reduction  in  future  payments  or  a 

as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  contribution  in  the  cost  of  an  asset 

ModTw"h“  months  after  the  end  ot  the  reporting 

of  money.  The  currency  and  term  of  the  financial  inXtentselecterf ta mWMh  c  ?  °  d,lscount  reflec,s  the  value 
currency  and  estimated  term  of  the  obligation.  selected  to  reflect  the  time  value  of  money  is  consistent  with  the 
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1.12  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  benefit  plans 

Defined  benefit  plans  are  post-employment  benefit  plans  other  than  defined  contribution  plans 

■  T  °f  ,he  fUnd  are  '°  meet  a" ,hS  ^obligations  of  fhe  plan  or  the 

the  assets  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

current  period  ^  ^  'he  preSen' value  of  the  defined  bene«  <***■  resulting  from  employee  service  in  the 
benefits  am  one  period  Sr  tosellemenf  *  ““  Va'Ue  °f  3  d6fined  benem  obli9a,ion  which  arises  ^cause  «» 

W^ssmmm 

Plan  assets  comprise  assets  held  by  a  long-term  employee  benefit  fund  and  qualifying  insurance  policies, 
paymenf^requ^red  £, ™ 
lith  r?»iicownQPnwn  aSS6!S  isJnterest'  dividends  or  similar  distributions  and  other  revenue  derived  from  the  plan  assets  toaether 


IhittSlln  fhcctount  not  on|y  f°r  its  iegal  Obligation  under  the  formal  terms  of  a  defined  benefit  plan,  but  also  for  any  constructive 
enthfhas  o  reaS  “  PraCtiC6S  give  rise  to  a 

fhl  /  ,  alternative  but  to  pay  employee  benefits.  An  example  of  a  constructive  obligation  is  where  a  chanae  in 

the  entity  s  informal  practices  would  cause  unacceptable  damage  to  its  relationship  with  employees  9  9 

The  amount  recognised  as  a  defined  benefit  liability  is  the  net  total  of  the  following  amounts' 
the  present  value  of  the  defined  benefit  obligation  at  the  reporting  date; 

•  Sirinv^bSitilhat8 ?atelt°f  f'an  3SSetS  (i/  a"y)  °Ut  0f  which  {he  obli9ations  are  to  be  settled  directly; 

plus  any  liability  that  may  arise  as  a  result  of  a  minimum  funding  requirement  3 

lower  of°Unt  determ,ned  as  a  def,ned  benefit  liabiiitV  maV  be  negative  (an  asset).  The  entity  measure  the  resulting  asset  at  the 

*  the  amount  determined  above;  and 

'  contributfol' 'toUtL°n|aan„y  %T0miC  b,ene,fflS  a,Vf able  in  the  ,orm  of  refunds  from  the  p|an  or  Auctions  In  future 

Reflects  Sme  He  o?money  eCOn°mi°  be"6mS  'S  da'ermined  USi"9  3  dis°°Unt  rate  which 


Any  adjustments  arising  from  the  limit  above  is  recognised  in  surplus  or  deficit. 
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1.12  Employee  benefits  (continued) 

The  entity  determine  the  present  value  of  defined  benefit  obligations  and  the  fair  value  of  any  plan  assets  with  sufficient 
regularity  such  that  the  amounts  recognised  in  the  annual  financial  statements  do  not  differ  materially  from  the  amounts  that 
would  be  determined  at  the  reporting  date. 

The  entity  recognises  the  net  total  of  the  following  amounts  in  surplus  or  deficit,  except  to  the  extent  that  another  Standard 
requires  or  permits  their  inclusion  in  the  cost  of  an  asset: 

•  current  sen/ice  cost; 

•  interest  cost; 

•  the  expected  return  on  any  plan  assets  and  on  any  reimbursement  rights; 

•  actuarial  gains  and  losses; 

•  past  service  cost; 

•  the  effect  of  any  curtailments  or  settlements;  and 

•  the  effect  of  applying  the  limit  on  a  defined  benefit  asset  (negative  defined  benefit  liability). 

The  entity  uses  the  Projected  Unit  Credit  Method  to  determine  the  present  value  of  its  defined  benefit  obligations  and  the 
related  current  service  cost  and,  where  applicable,  past  service  cost.  The  Projected  Unit  Credit  Method  (sometimes  known  as 
the  accrued  benefit  method  pro-rated  on  service  or  as  the  benefit/years  of  service  method)  sees  each  period  of  service  as 
giving  rise  to  an  additional  unit  of  benefit  entitlement  and  measures  each  unit  separately  to  build  up  the  final  obligation. 

In  determining  the  present  value  of  its  defined  benefit  obligations  and  the  related  current  service  cost  and,  where  applicable, 
past  service  cost,  an  entity  shall  attribute  benefit  to  periods  of  service  under  the  plan’s  benefit  formula.  However,  if  an 
employee  s  service  in  later  years  will  lead  to  a  materially  higher  level  of  benefit  than  in  earlier  years,  an  entity  shall  attribute 
benefit  on  a  straight-line  basis  from: 

•  the  date  when  service  by  the  employee  first  leads  to  benefits  under  the  plan  (whether  or  not  the  benefits  are 
conditional  on  further  service);  until 

•  the  date  when  further  service  by  the  employee  will  lead  to  no  material  amount  of  further  benefits  under  the  plan 
other  than  from  further  salary  increases. 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan.  The  results  of  the 
valuation  are  updated  for  any  material  transactions  and  other  material  changes  in  circumstances  (includinq  chanqes  in  market 
prices  and  interest  rates)  up  to  the  reporting  date. 

The  entity  recognises  gains  or  losses  on  the  curtailment  or  settlement  of  a  defined  benefit  plan  when  the  curtailment  or 
settlement  occurs.  The  gain  or  loss  on  a  curtailment  or  settlement  comprises: 

•  any  resulting  change  in  the  present  value  of  the  defined  benefit  obligation;  and 

•  any  resulting  change  in  the  fair  value  of  the  plan  assets. 


Before  determining  the  effect  of  a  curtailment  or  settlement,  the  entity  re-measure  the  obligation  (and  the  related  plan  assets,  if 
any)  using  current  actuarial  assumptions  (including  current  market  interest  rates  and  other  current  market  prices). 

When  it  is  virtually  certain  that  another  party  will  reimburse  some  or  all  of  the  expenditure  required  to  settle  a  defined  benefit 
obligation,  the  right  to  reimbursement  is  recognised  as  a  separate  asset.  The  asset  is  measured  at  fair  value.  In  all  other 
respects,  the  asset  is  treated  in  the  same  way  as  plan  assets.  In  surplus  or  deficit,  the  expense  relating  to  a  defined  benefit 
plan  is  [OR  is  not]  presented  as  the  net  of  the  amount  recognised  for  a  reimbursement. 

The  entity  offsets  an  asset  relating  to  one  plan  against  a  liability  relating  to  another  plan  when  the  entity  has  a  legally 
enforceable  right  to  use  a  surplus  in  one  plan  to  settle  obligations  under  the  other  plan  and  intends  either  to  settle  the 
obligations  on  a  net  basis,  or  to  realise  the  surplus  in  one  plan  and  settle  its  obligation  under  the  other  plan  simultaneously. 
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1.12  Employee  benefits  (continued) 

Actuarial  assumptions 

Actuarial  assumptions  are  unbiased  and  mutuaiiy  compatible. 

Financial  assumptions  are  based  on  market  expectations,  at  the  reporting  date,  for  the  period  over  which  the  obligations  are  to 
be  settled. 

The  rate  used  to  discount  post-employment  benefit  obligations  (both  funded  and  unfunded)  reflect  the  time  value  of  money. 
The  currency  and  term  of  the  financial  instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the  currency 
and  estimated  term  of  the  post-employment  benefit  obligations. 

Post-employment  benefit  obligations  are  measured  on  a  basis  that  reflects: 

•  estimated  future  salary  increases; 

•  the  benefits  set  out  in  the  terms  of  the  plan  (or  resulting  from  any  constructive  obligation  that  goes  beyond  those 
terms)  at  the  reporting  date;  and 

•  estimated  future  changes  in  the  level  of  any  state  benefits  that  affect  the  benefits  payable  under  a  defined  benefit 
plan,  if,  and  only  if,  either: 

•  those  changes  were  enacted  before  the  reporting  date;  or 

•  past  history,  or  other  reliable  evidence,  indicates  that  those  state  benefits  will  change  in  some  predictable  manner, 
for  example,  in  line  with  future  changes  in  general  price  levels  or  general  salary  levels. 

Assumptions  about  medical  costs  take  account  of  estimated  future  changes  in  the  cost  of  medical  services,  resulting  from  both 
inflation  and  specific  changes  in  medical  costs. 

Other  post  retirement  obligations 

The  municipality  provides  post-retirement  health  care  benefits,  housing  subsidies  and  gratuities  upon  retirement  to  some 
retirees. 

The  entitlement  to  post-retirement  health  care  benefits  is  based  on  the  employee  remaining  in  service  up  to  retirement  age  and 
the  completion  of  a  minimum  service  period.  The  expected  costs  of  these  benefits  are  accrued  over  the  period  of  employment. 
Independent  qualified  actuaries  carry  out  valuations  of  these  obligations.  The  municipality  also  provides  a  gratuity  and  housing 
subsidy  on  retirement  to  certain  employees.  An  annual  charge  to  income  is  made  to  cover  both  these  liabilities. 

The  amount  recognised  as  a  liability  for  other  long-term  employee  benefits  is  the  net  total  of  the  following  amounts: 

•  the  present  value  of  the  defined  benefit  obligation  at  the  reporting  date; 

•  minus  the  fair  value  at  the  reporting  date  of  plan  assets  (if  any)  out  of  which  the  obligations  are  to  be  settled  directly. 

The  entity  shall  recognise  the  net  total  of  the  following  amounts  as  expense  or  revenue,  except  to  the  extent  that  another 
Standard  requires  or  permits  their  inclusion  in  the  cost  of  an  asset: 

•  current  service  cost; 

•  interest  cost; 

•  the  expected  return  on  any  plan  assets  and  on  any  reimbursement  right  recognised  as  an  asset; 

•  actuarial  gains  and  losses,  which  shall  all  be  recognised  immediately; 

•  past  sen/ice  cost,  which  shall  all  be  recognised  immediately;  and 

•  the  effect  of  any  curtailments  or  settlements. 
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1.12  Employee  benefits  (continued) 
Termination  benefits 


The  entity  recognises  termination  benefits  as  a  liability  and  an  expense  when  the  entity  is  demonstrably  committed  to  either: 

•  terminate  the  employment  of  an  employee  or  group  of  employees  before  the  normal  retirement  date;  or 

•  provide  termination  benefits  as  a  result  of  an  offer  made  in  order  to  encourage  voluntary  redundancy. 

The  entity  is  demonstrably  committed  to  a  termination  when  the  entity  has  a  detailed  formal  plan  for  the  termination  and  is 
without  realistic  possibility  of  withdrawal.  The  detailed  plan  includes  [as  a  minimum]: 

•  the  location,  function,  and  approximate  number  of  employees  whose  services  are  to  be  terminated; 

•  the  termination  benefits  for  each  job  classification  or  function;  and 

•  the  time  at  which  the  plan  will  be  implemented. 


Implementation  begins  as  soon  as  possible  and  the  period  of  time  to  complete  implementation  is  such  that  material  changes  to 
the  plan  are  not  likely. 

Where  termination  benefits  fall  due  more  than  12  months  after  the  reporting  date,  they  are  discounted  using  an  appropriate 
discount  rate.  The  rate  used  to  discount  the  benefit  reflects  the  time  value  of  money.  The  currency  and  term  of  the  financial 
instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the  currency  and  estimated  term  of  the  benefit. 

In  the  case  of  an  offer  made  to  encourage  voluntary  redundancy,  the  measurement  of  termination  benefits  shall  be  based  on 
the  number  of  employees  expected  to  accept  the  offer. 

Provision  for  Staff  Leave 

Liabilities  for  annual  leave  are  recognised  as  they  accrue  to  employees.  The  liability  is  based  on  the  total  amount  of  leave  days 
due  to  employees  at  year-end,  capped  at  a  maximum  of  48  days,  and  also  on  the  total  remuneration  package  of  the  employee. 

Accumulating  leave  is  carried  forward  and  can  be  used  in  future  periods,  if  the  current  period's  entitlement  is  not  used  in  full.  Ail 
unused  leave  will  be  paid  out  to  the  specific  employee  at  the  end  of  that  employee's  employment  term. 

Accumulated  leave  is  vesting. 

Staff  Bonuses  Accrued 

Liabilities  for  staff  bonuses  are  recognised  as  they  are  accrued  to  employees.  The  liability  at  year-end  is  based  on  bonus 
accrued  at  year-endfor  each  employee. 

1.13  Provisions  and  contingencies 

Provisions  are  recognised  when: 

•  the  municipality  has  a  present  obligation  as  a  result  of  a  past  event; 

•  it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required  to 
settle  the  obligation;  and 

•  a  reliable  estimate  can  be  made  of  the  obligation. 

The  amount  of  a  provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  at  the 
reporting  date. 


Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a  provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation. 

The  discount  rate  is  a  pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks  specific  to 
the  liability. 

Where  some  or  all  of  the  expenditure  required  to  settle  a  provision  is  expected  to  be  reimbursed  by  another  party,  the 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the  municipality 
settles  the  obligation.  The  reimbursement  is  treated  as  a  separate  asset.  The  amount  recognised  for  the  reimbursement  does 
not  exceed  the  amount  of  the  provision. 
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1.13  Provisions  and  contingencies  (continued) 


no°lnnf^Snrnhahil^h^  fn  ^  date  and  adiusted  to  ref]ect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 

obligalon  P  b  b  h  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 


taeLd“niedasean !nhtere7exnp9ensm60U,,t  3  ""  SaCh  Peri°d  to  refleot  the  °f  «me-  ™» 

A  provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provisions  are  not  recognised  for  future  operating  surplus  (deficit). 

haS  9  contract  that  is  onerous.  the  present  obligation  (net  of  recoveries)  under  the  contract  is  recognised  and 

nicaSliiGu  dS  a  PfOVISIOH. 


A  constructive  obligation  to  restructure  arises  only  when  an  municipality: 

•  has  a  detailed  formal  plan  for  the  restructuring,  identifying  at  least: 

the  activity/operating  unit  or  part  of  a  activity/operating  unit  concerned; 
the  principal  locations  affected; 

terminated031'0"'  fun° i0n'  and  aPProximate  number  of  employees  who  will  be  compensated  for  services  being 

the  expenditures  that  will  be  undertaken;  and 
-  when  the  plan  will  be  implemented;  and 

has  raised  a  valid  expectation  in  those  affected  that  it  will  carry  out  the  restructuring  by  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it. 

A  restructuring  provision  includes  only  the  direct  expenditures  arising  from  the  restructuring,  which  are  those  that  are  both' 

•  necessarily  entailed  by  the  restructuring;  and 

•  not  associated  with  the  ongoing  activities  of  the  municipality 

o r°t ran  sfa  r ' ^ h » rL t  co"seguence  of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
or  transfer,  that  is,  there  is  a  binding  arrangement. 

After  their  initial  recognition  contingent  liabilities  recognised  in  municipality  in  combinations  that  are  recognised  separately 
are  subsequently  measured  at  the  higher  of:  K  y 

•  the  amount  that  would  be  recognised  as  a  provision;  and 

•  the  amount  initially  recognised  less  cumulative  amortisation. 


A  contingent  liability  is  a  possible  obligation  that  arises  from  past  events  and  whose  existence  will  be  confirmed  only  by  the 
occurrence  or  non-occurrence  of  one  or  more  uncertain  future  events  not  wholly  within  the  control  of  the  municipality.  A 
contmgent  I'ab'l'ty  could  also  be  a  present  obligation  that  arises  from  past  events,  but  is  not  recognised  because  it  is  not 
probable  that  an  outflow  of  resources  embodying  economic  benefits  will  be  required  to  the  obligation  or  the  amount  of  the 
obligation  cannot  be  measures  with  sufficient  reliability. 


Thlm^‘CiPf lity  d°.nS  not/ecognise  a  cont'ngent  liability  or  contingent  asset.  A  contingent  liability  is  disclosed  unless  the 
probability  of  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  is  remote.  A  contingent  asset  is 
disclosed  where  the  inflow  of  economic  benefits  or  service  potential  is  probable. 


Management  judgement  is  required  when  recognising  and  measuring  contingent  liabilities. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  in  note  39. 


A  financial  guarantee  contract  is  a  contract  that  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  for  a 
loss  it  incurs  because  a  specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified  terms  of  a 
Qwi  instrument. 


Loan  commitment  is  a  firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

The  municipality  recognises  a  provision  for  financial  guarantees  and  loan  commitments  when  it  is  probable  that  an  outflow  of 
resources  embodymg  economic  benefits  and  service  potential  will  be  required  to  settle  the  obligation  and  a  reliable  estimate  of 
the  obligation  can  be  made. 
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1.13  Provisions  and  contingencies  (continued) 

is  probable  in  rela,ion  t0  "nancial  guarantees  repuires  ^ement- "*■*» 

•  financial  difficulty  of  the  debtor; 

•  defaults  or  delinquencies  in  interest  and  capital  repayments  by  the  debtor- 

'  aMRytfttie  debtor  to  settlefe  obUgation'OT^yametrfed  tentwand  "  6ar'iar  a"“d  a"d  (hB 

'  fhefbX  of  S  .“ir^Sonr ^  N9h  “ “  and  tbat  ^  °" 

»■  recel^d  5f,th!  ,mun!ci.Pality  fof  issuing  a  financial  guarantee  and/or  where  a  fee  is  charged  on  loan 
WhlTj  T  fof’ic  iS.cons‘dered  P  determining  the  best  estimate  of  the  amount  required  to  settle  the  obligation  at  reporting  date 

^iselTheXtaX'hlh'rr3^  9,31  “  resources  is  probable,  anPmuni&pa,ity 

andam°Unt  determined  using  in  the  standard  GRAP  on  Provisions,  Contingent  Liabilities  and  Contingent  Assets; 

IHfhlhL0!??1  thH  ffr! ADlly  r?.C09nised  ,ess'  where  appropriate,  cumulative  amortisation  recognised  in  accordance 
with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions. 

1.14  Commitments 


Sowa0fcthSified  aS  COmmitments  when  an  entit>'  has  committed  itself  to  future  transactions  that  will  normally  result  in  the 
Disclosures  are  required  in  respect  of  unrecognised  contractual  commitments. 

stZe™^™  10  achieve  a  fair  preSBnta,i°n  sh0uld  be  disbl°sed  a  *0 'b*  financial 

buTding^aTnZnir^fnd6  °r  °"iy  CanCe“able  "  C°S'  <f°r  eXample'  con,racts  ,or  computer  or 

Sth0Ulf  frela!e  t0  s?mething  other  than  the  routine.  steady,  state  business  of  the  entity  -  therefore  salary 
commitments  relating  to  employment  contracts  or  social  security  benefit  commitments  are  excluded. 

1.15  Revenue  from  exchange  transactions 

increaslf  irf  npf  iwtpfc 1  nfh»r ec?nomic  bene|fitfs  °r  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

^™n9e  transaction  is  one  in  which  the  municipality  receives  assets  or  seivices,  or  has  liabilities  extinguished,  and  directly 
gives  approximately  equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party  in  exchange. 

an  arm's  lenih^nsadlon' WhiCh  “  ^  be  exchan9ed’ or  a  liabilit>' se,lled'  between  knowledgeable,  willing  parties  in 

Measurement 


Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 

Sale  of  goods 


Revenue  from  the  sale  of  goods  is  recognised  when  all  the  following  conditions  have  been  satisfied: 

the  municipality  has  transferred  to  the  purchaser  the  significant  risks  and  rewards  of  ownership  of  the  goods; 
the  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with 
ownership  nor  effective  control  over  the  goods  sold; 

•  the  amount  of  revenue  can  be  measured  reliably; 

it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

the  costs  incurred  or  to  be  incurred  in  respect  of  the  transaction  can  be  measured  reliably. 
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1.15  Revenue  from  exchange  transactions  (continued) 

Rendering  of  services 

When  the  outcome  of  a  transaction  involving  the  rendering  of  services  can  be  estimated  reliably  revenue  associated  with 

IS  re£ogn,fed  ,by.ref®r®?ce  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date  The  outcome 
of  a  transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied- 
•  the  amount  of  revenue  can  be  measured  reliably; 

municipally;6  ***  eC0n0mic  benefits  or  service  Potential  associated  with  the  transaction  will  flow  to  the 

the  stage  of  completion  of  the  transaction  at  the  reporting  date  can  be  measured  reliably;  and 

the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliably. 

When  services  are  performed  by  an  indeterminate  number  of  acts  over  a  specified  time  frame  revenue  is  recoonised  on  a 
rnmniPt Ine  w?  over  the  sPecified  tifT|e  frame  unless  there  is  evidence  that  some  other  method  better  represents  tee  staqe  of 
sffant  aoMse^cS  ™Ch  ^  Si9nificant  ,han  any  other  ac,s' the  ^cognition  of  revenue  is  postponed  until  the 

^ToteexS  Canno*  ba  es‘imatad  avenue  is  recognised 

™‘?0«re?nlJe.  'S  rec°9nised  bY  reference  to  the  stage  of  completion  of  the  transaction  at  the  reportina  date  Staaa  of 
completion  is  determined  by  services  performed  to  date  as  a  percentage  of  total  services  to  be  performed  . 

Pre-paid  electricity: 

Se/nr iSr  ;eca9njsed  at 'he  sa's-  Rsvenua  is  measured  at  the  fair  value  of  the  consideration 

anrf  b  '  ade  dlscounts  and  volums  "bates.  Pre-paid  electricity  sales  are  reconciled  on  a  monthly  basis 

raSo  Stt  provides  the  total  sales  for  the  year.  The  financial  year  is  divided  in  two  seasons  based  on 
the  application  of  tariffs  with  the  seasons  being  summer  (1  Sep  -  30  April)  and  winter  (1  May  to  31  Aua)  The  defprmd  nnrtinn  of 
revenue  is  accounted  for  by  an  adjustment  for  units  not  consumed  at  year  end.  This  adjusS  °f 

consumption  history,  multiplied  by  the  weighted  average  cost  of  units  sold  in  June.  Average  consumption  in  units  is  determined 
and  Tul^  Vrend  analy?1if  of  historical  consumer  purchase  data  per  meter  for  the  months  of  May,  June 

exceeds  the  ave^  “  by  *** the  <^aid  “y  *  the  month  of  June 

Interest,  royalties  and  dividends 

recrgnnteedrwhe9nfr0m  836  bV  °f  municipality  asse,s  yfeldin9  Merest,  royalties  and  dividends  or  similar  distributions  is 

munioi^al!tyblandhat  eC°n0,,,lc  benefits  or  sen,ice  potential  associated  with  the  transaction  will  flow  to  the 
•  The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  or  deficit,  using  the  effective  interest  rate  method. 

Royalties  are  recognised  as  they  are  earned  in  accordance  with  the  substance  of  the  relevant  agreements. 

beenTstabhshed."3' disMbUti0ns  are  recognised'  in  »»1*»  or  deficit,  when  the  municipality's  right  to  receive  payment  has 

perfumed.83  Pr'Ce  °f  the  pr°dUCt  are  r6c°3nised  as  revenue  over  the  period  during  which  the  service  is 

1.16  Revenue  from  non-exchange  transactions 

^lnU8.C0mpri5eS  9r0SS  °f  economic  benefits  or  service  potential  received  and  receivable  by  a  municipality  which 
represents  an  increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners.  y’ 

transferred I  assets  are  stipulations  that  specify  that  the  future  economic  benefits  or  service  potential  embodied  in 
retumTJto^he  transferor^6  C°nSUme  by  the  recip,ent  as  specified  or  future  economic  benefits  or  service  potential  must  be 
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1.16  Revenue  from  non-exchange  transactions  (continued) 

Control  of  an  asset  arise  when  the  municipality  can  use  or  otherwise  benefit  from  the  asset  in  pursuit  of  its  objectives  and  can 
exclude  or  otherwise  regulate  the  access  of  others  to  that  benefit 

Exchange  transactions  are  transactions  in  which  one  entity  receives  assets  or  services,  or  has  liabilities  extinguished,  and 
directly  gives  approximately  equal  value  (primarily  in  the  form  of  cash,  goods,  services,  or  use  of  assets)  to  another  entity  in 
exchange. 

Expenses  paid  through  the  tax  system  are  amounts  that  are  available  to  beneficiaries  regardless  of  whether  or  not  they  pay 
taxes. 

Fines  are  economic  benefits  or  service  potential  received  or  receivable  by  entities,  as  determined  by  a  court  or  other  law 
enforcement  body,  as  a  consequence  of  the  breach  of  laws  or  regulations. 

Non-exchange  transactions  are  transactions  that  are  not  exchange  transactions.  In  a  non-exchange  transaction,  a  municipality 
either  receives  value  from  another  municipality  without  directly  giving  approximately  equal  value  in  exchange,  or  gives  value  to 
another  municipality  without  directly  receiving  approximately  equal  value  in  exchange. 

Restrictions  on  transferred  assets  are  stipulations  that  limit  or  direct  the  purposes  for  which  a  transferred  asset  may  be  used, 
but  do  not  specify  that  future  economic  benefits  or  service  potential  is  required  to  be  returned  to  the  transferor  if  not  deployed 
as  specified. 

Stipulations  on  transferred  assets  are  terms  in  laws  or  regulation,  or  a  binding  arrangement,  imposed  upon  the  use  of  a 
transferred  asset  by  entities  external  to  the  reporting  municipality. 

Tax  expenditures  are  preferential  provisions  of  the  tax  law  that  provide  certain  taxpayers  with  concessions  that  are  not  available 
to  others. 

The  taxable  event  is  the  event  that  the  government,  legislature  or  other  authority  has  determined  will  be  subject  to  taxation. 

Taxes  are  economic  benefits  or  service  potential  compulsorily  paid  or  payable  to  entities,  in  accordance  with  laws  and  or 
regulations,  established  to  provide  revenue  to  government.  Taxes  do  not  include  fines  or  other  penalties  imposed  for  breaches 
of  the  law. 

Transfers  are  inflows  of  future  economic  benefits  or  sen/ice  potential  from  non-exchange  transactions,  other  than  taxes. 

Recognition 

An  inflow  of  resources  from  a  non-exchange  transaction  recognised  as  an  asset  is  recognised  as  revenue,  except  to  the  extent 
that  a  liability  is  also  recognised  in  respect  of  the  same  inflow. 

As  the  municipality  satisfies  a  present  obligation  recognised  as  a  liability  in  respect  of  an  inflow  of  resources  from  a  non¬ 
exchange  transaction  recognised  as  an  asset,  it  reduces  the  carrying  amount  of  the  liability  recognised  and  recognises  an 
amount  of  revenue  equal  to  that  reduction. 

Measurement 

Revenue  from  a  non-exchange  transaction  is  measured  at  the  amount  of  the  increase  in  net  assets  recognised  by  the 
municipality. 

When,  as  a  result  of  a  non-exchange  transaction,  the  municipality  recognises  an  asset,  it  also  recognises  revenue  equivalent 
to  the  amount  of  the  asset  measured  at  its  fair  value  as  at  the  date  of  acquisition,  unless  it  is  also  required  to  recognise  a 
liability.  Where  a  liability  is  required  to  be  recognised  it  will  be  measured  as  the  best  estimate  of  the  amount  required  to  settle 
the  obligation  at  the  reporting  date,  and  the  amount  of  the  increase  in  net  assets,  if  any,  recognised  as  revenue.  When  a 
liability  is  subsequently  reduced,  because  the  taxable  event  occurs  or  a  condition  is  satisfied,  the  amount  of  the  reduction  in  the 
liability  is  recognised  as  revenue. 
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1.16  Revenue  from  non-exchange  transactions  (continued) 

Taxes 

The  municipality  recognises  an  asset  in  respect  of  taxes  when  the  taxable  event  occurs  and  the  asset  recognition  criteria  are 


evert1 Eaxable  IZJtfand  eS .*)*  definiti°?  a"  asset when  ,he  municiPality  controls  the  resources  as  a  result  of  a  past 

ent  (the  taxable  event)  and  expects  to  receive  future  economic  benefits  or  service  potential  from  those  resources  Rmnurnm 

arising  from  taxes  satisfy  the  criteria  for  recognition  as  an  asset  when  it  is  probable  that  the  inflow  of  resources  will  occur  and 
bs^ [s'ofe vtde^i ce a va^l ah  !if  S ^  f '•  ^  ^  °f  pr°babili*  attached  *>  the 

by^he  taxpayer  b  h  °f 13  rec°9nillon-  which  includes,  but  is  not  limited  to,  disclosure  of  the  taxable  event 

The  municipality  analyses  the  taxation  laws  to  determine  what  the  taxable  events  are  for  the  various  taxes  levied. 

The  taxable  event  for  value  added  tax  is  the  undertaking  of  taxable  activity  during  the  taxation  period  by  the  taxpayer, 

the  passin9  of  ,he  date  on  which  the  ,ax  is  levied' or  the  period  for  which  the  ,ax  is  ,evied' if 

Taxation  revenue  is  determined  at  a  gross  amount.  It  is  not  reduced  for  expenses  paid  through  the  tax  system. 

Transfers 

fran^ferred  rMmirrpJmppMh nt?  reco9nifed- the  municipality  recognises  an  asset  in  respect  of  transfers  when  the 
transferred  resources  meet  the  definition  of  an  asset  and  satisfy  the  criteria  for  recognition  as  an  asset. 

SttrSirr  °f,ransfers  Whe"  the  "  definition  of  an  asset  and 

Transferred  assets  are  measured  at  their  fair  value  as  at  the  date  of  acquisition. 

Government  grants 

ihat  rftiSfy  the  definition  of  an  asset  are  recognised  as  assets  and  revenue  when  it  is  probable  that  the  future 
economic  benefits  or  service  potential  will  flow  to  the  municipality,  and  the  fair  value  of  the  assets  can  be  measured  reliably. 

1.17  Investment  Income 


Investment  income  is  recognised  on  a  time-proportion  basis  using  the  effective  interest  method. 

1.18  Borrowing  costs 

Borrowing  costs  are  interest  and  other  expenses  incurred  by  an  entity  in  connection  with  the  borrowing  of  funds. 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred, 

1.19  Comparative  figures 

reclassifiedPreSentatl0n  ™  classification  of  an  item  in  the  annual  financial  statements  are  amended,  comparative  amounts  are 


1.20  Unauthorised  expenditure 


Unauthorised  expenditure  means: 

•  overspending  of  a  vote  or  a  main  division  within  a  vote;  and 

expenditure  not  in  accordance  with  the  purpose  of  a  vote  or,  in  the  case  of  a  main  division  not  in 
the  purpose  of  the  main  division. 


accordance  with 
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1.20  Unauthorised  expenditure  (continued) 

^e6y^rnthaTfteeex(»nSturTwas1raurreTeTheUexpenrditureniseclaasSsifinriei!PenSe  5  'he  sta,ement  of  *«■»“  Prance  - 
where  recovered,  it  is  subsequently  accoimtedfttf  as^evenu^iifth^statement^financi^t  performance^  °f  ^  expense'  and 

1.21  Fruitless  and  wasteful  expenditure 

e“dXPenditUre  mea"S  eXP6ndi,Ure  WWCh  WaS  made  in  vai"  ^ve  been  avoided  had  reasonable  care  been 

*  reCTiS6d  af  a"  expense  in  ,he  Parent  "f  financial 
expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue™  le  "statement  ° '  "" 

1.22  Irregular  expenditure 

mmrnmmm 

tssrsE^ be  “  as  ^ 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Manaqement  Act  (Act  Nn  w  of  onr™  .ho 

1.23  Conditional  grants  and  receipts 

1 .24  Use  of  estimates 

LhLPSaru'°i  °f  financial  statements  in  conformity  with  Standards  of  GRAP  requires  the  use  of  certain  critical  accountino 

sSSSSSsSSS 

1.25  Segment  information 

A  segment  is  an  activity  of  an  entity: 

economic  benefits  or  senrice  potential  relating  to 

IS*  deCiSi°nS  ab°Ut  reS°UrCeS  t0  be  ailocatad  to  ,hat 

•  for  which  separate  financial  information  is  available. 
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1.25  Segment  information  (continued) 

Reportable  segments  are  the  actual  segments  which  are  reported  on  in  the  segment  report.  They  are  the  segments  identified 
above  or  alternatively  an  aggregation  of  two  or  more  of  those  segments  where  the  aggregation  criteria  are  met. 

1.26  Materiality 

Material  omissions  or  misstatements  of  items  are  material  if  they  could,  individually  or  collectively,  influence  the  decision  or 
assessments  of  users  made  on  the  basis  of  the  financial  statement.  Materiality  depends  on  the  nature  or  size  of  the  omission 
or  mistatements  judged  in  the  surrounding  circumstances,  The  nature  or  size  of  the  information  item,  or  a  combination  of  both, 
could  be  the  determining  factor.  Materiality  is  determined  as  1%  of  total  expenditure.  This  materiality  is  from  management's 
perspective  and  does  not  correlate  with  the  auditor's  materiality. 

1.27  Budget  information 

Municipality  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  equivalent),  which 
is  given  effect  through  authorising  legislation,  appropriation  or  similar. 

General  purpose  financial  reporting  by  municipality  shall  provide  information  on  whether  resources  were  obtained  and  used  in 
accordance  with  the  legally  adopted  budget. 

The  approved  budget  is  prepared  on  a  accrual  basis  and  presented  by  economic  classification  linked  to  performance  outcome 
objectives. 

The  approved  budget  covers  the  fiscal  period  from  2016/07/01  to  2017/06/30. 

The  budget  for  the  economic  entity  includes  all  the  entities  approved  budgets  under  its  control. 

The  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  therefore  a  comparison  with  the  budgeted 
amounts  for  the  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget  and  actual  amounts, 

1.28  Related  parties 

The  municipality  resolved  to  adopt  the  disclosure  requirements  as  per  GRAP  20  -  "Related  Party  Disclosures". 

A  related  party  is  a  person  or  an  entity: 

•  with  the  ability  to  control  or  jointly  control  the  other  party, 

•  or  exercise  significant  influence  over  the  other  party,  or  vice  versa, 

•  or  an  entity  that  is  subject  to  common  control,  or  joint  control. 

The  following  are  regarded  as  related  parties  of  the  municipality 

(a)  A  person  or  a  close  member  of  that  person's  family  is  related  to  the  municipality  if  that  person 

•  has  control  or  joint  control  over  the  municipality. 

•  has  significant  influence  over  the  municipalities.  Significant  influence  is  the  power  to  participate  in  the 
financial  and  operating  policy  decisions  of  the  municipality. 

•  is  a  member  of  the  management  of  the  municipality  or  its  controlling  entity. 

(b)  An  entity  is  related  to  the  municipality  if  any  of  the  following  conditions  apply: 

•  the  entity  is  a  member  of  the  same  economic  entity  (which  means  that  each  controlling  entity,  controlled 
entity  and  fellow  controlled  entity  is  related  to  the  others). 

•  one  entity  is  an  associate  or  joint  venture  of  the  other  entity  (or  an  associate  or  joint  venture  of  a  member  of  an 
economic  entity  of  which  the  other  entity  is  a  member). 

•  both  entities  are  joint  ventures  of  the  same  third  party. 

•  one  entity  is  a  joint  venture  of  a  third  entity  and  the  other  entity  is  an  associate  of  the  third  entity. 

•  the  entity  is  a  post-employment  benefit  plan  for  the  benefit  of  employees  of  either  the  municipality  or  an 
entity  related  to  the  municipality.  If  the  reporting  entity  is  itself  such  a  plan,  the  sponsoring  employers  are  related 
to  the  entity. 

•  the  entity  is  controlled  or  jointly  controlled  by  a  person  identified  in  (a). 

•  a  person  identified  in  (a)  has  significant  influence  over  that  entity  or  is  a  member  of  the  management  of  that  entity  (or 
its  controlling  entity). 
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1.28  Related  parties  (continued) 

influenced  by^^UmonT'Lu'  Taetsan  Wh°  ^  expected  t0  inf|uence,  or  be 

family  of  another  person  if  they:  P  A  person  iS  considered  to  be  a  close  member  of  the 

(a)  are  married  or  live  together  in  a  relationship  similar  to  a  marriage'  or 
)  separated  by  no  more  than  two  degrees  of  natural  or  legal  consanguinity  or  affinity. 

plannfnredLfi°ngmarId  conTolling  haVi"g  <he authority  and  responsibility  for 

(a)  all  members  of  the  governing  body  of  the  municipality;  ’ 

directing  and  controlling  theTactivities  of  the  mun?dpality^ntlly  Wh0  haS  the  authority  and  responsibility  for  planning, 

responsibility  for^nning^directlng^nd'^controliing^he^^Mti^s  ofthe  muffidpaHty^and  Wh°  h“  aU,h°r'ty  ^ 
rnunfdpaU^unlessalradylndSedln^a)™0^3^  'h8  Chi6f  officer  or  permanent  head  of  the 

Management  personnel  include: 

Mayor,  Speakerrand™mb1rs°oftheMayorarc?mmtittee0f  ""  mUnicipali,y'  being  ,he  Executive  Mayor,  Deputy 

.heerreSngSmun!nc?Pa,,l’ty  «*'«"  * 

reporting  directly  to  the  Municipal  Manager  orCasadesignatedr,by^the^Municlpa|aMa^^Carr  *"  *  °'har  mana9erS 

members^Hhe^anag^mrnt'teamorOTipJoyees'^nefltederivedffirectf98  M  * ,hB  munlcipality  in  capacity  as 
capacity  other  than  as  an  employee  or  a  member  of  management  do  ndSl?  !  f?m  th?  munic,pa,lty for  services  in  any 

srrarsar' considera,ion  provided  so,e,y  - a 

African  government' /tea  'resulfrftte  ConTtZ  °r  indirectly  owned  by  the  South 

parties  within  the  same  sphere  of  government  will  be tn  h! 1?  ? ®  spl\eres  of  government  in  South  Africa,  only 
which  are  not  at  arm's  length  and  ^  ^  Wi,h  such  parties 

1.29  Events  after  reporting  date 

da^when^ffie^nanofafsWa^Sare^uthoriSd^foHssue^TvTO^pe^ofOTentecantelMentlfletf  en  reP°rti"9  da,e  and  ,he 

those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  (adjusting  events  after  the  reporting  date); 
those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  after  the  reporting 

o^eZetnKret8 '  "*  am°Un'  reC°9"ISed  * thS  "nancia'  statsme"ts  to  adjusting  events  after  the  reporting  date 

cTa“ClS  °f  ^nancia,  effect  or  a  statement  that  such  estimate 

of  users  taken  on  the  basis  of  the  financial  statements.  9  ’  non-disclosure  could  influence  the  economic  decisions 

1 .30  Value  Added  Tax  (VAT) 

SLmonaVrTHa)f°ofVffiI  iS rertt0  aCC0Unt  for  VAT  a* the  -  <«*>  in 

purposes!^  2er0'ra,e  in  tsrms  of  section0)  exempted  ^in^terms5 of section  ^  °of ttieTvAT  Act ^r  are^coped  ^utPf^S VAT 
The  Municipality  accounts  for  VAT  on  a  bi-monthly  basis. 
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1.31  Accumulated  surplus 


^municipality's  surpius  or  deficit  for  the  year  is  accounted  for  in  the  accumulated  surplus  in  the  statement  of  changes 
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